The Vietnamese economy has shown very rapid economic growth since Doi Moi, with a huge amount of foreign direct investment (FDI) inflows. Among them, Korea's outward FDI (OFDI) in Vietnam deserves more attention as the leading investor. This paper reveals the patterns of Korea's OFDI in Vietnam. The pre-eminence of Korean FDI in Vietnam was the consequence of multiple events, including the coinciding efforts of both governments to promote FDI and Vietnam's provision of an alternative to China in the manufacturing sector. Korean firms have contributed to economic growth, employment generation and technology transfers in Vietnam. Vietnam can enhance the FDI inflows by overcoming the remaining instabilities in its economy, strengthening the level of human capital and sustaining its investor-friendly policies.
Introduction
Since the launch of the economic reform policy, Doi Moi, in 1986, Vietnam has made expansive efforts to transform its centrally planned economy into a market-oriented system, and the annual average real gross domestic product (GDP) growth rate was recorded as 6.5 percent during the period 1986-2013. The reform initiative took place among diverse sectors, involving investment, trade and state-owned enterprise (SOE) policies [1] . Regarding investment, beginning with the establishment of the Law on Foreign Investment in 1987, Vietnam unified the different legislation on domestic and foreign firms into the 2005 New Investment Law [2] [3] . Laws regarding SOEs were established or revised to minimize the power of the Government, promote the private and foreign sectors and equalize the treatments granted to the three participants [1] . Changes in in- OFDI towards Vietnam exceeded USD 10billion in the same year [6] . With China gradually losing its competitive advantage in low labor costs [7] , Vietnam deserves more attention as the alternate recipient of Korea's OFDI. Despite the importance and peculiarity of Korea's OFDI in Vietnam, its pattern has rarely been analyzed rigorously. The current paper tries to fill such a gap by revealing the patterns of Korea's OFDI in Vietnam over the past three decades.
The structure of this paper is as follows: Section II overviews FDI in Vietnam.
Section III describes Korean OFDI. The patterns of Korea's FDI in Vietnam are explained in Section IV. Section V covers the impact of Korea's FDI on the Vietnamese economy. Policy implications are explained in Section VI and conclusions are provided in Section VII.
Overview of FDI in Vietnam
Vietnam's economic interactions with other countries were highly regulated until the mid-1980s under a centrally planned economy. In the meantime, its economic growth performance was poor [7] . As Vietnam transformed its economy with the Doi Moi initiative, the Vietnamese economy showed an annual average economic growth rate of 6.5 percent between 1986 and 2013. Since FDI liberalization has been one of the main features of the structural reform, the effectiveness of Doi Moi may be assessed by understanding the patterns of Vietnam's FDI inflows. [5] . Table 3 turing production of the world, Vietnam has managed to act as a successful alternative with a comparative advantage in lower wages. Regarding the sub-categories of the manufacturing sector, recent investments have tended to diverge from the production of garments to the production of electronic products [5] [7].
Other than manufacturing, investment in real estate ranked second. Although real estate recently showed a decreasing trend after its peak during the years 2007-2009, its total registered capital remained larger than that of the other economic activities [9] . Accommodation and food-related activities have consistently attracted foreign investors. Agriculture, forestry, fishing, mining and quarrying, construction, and transportation and storage have all shown steady performances without many remarkable changes in the share of FDI inflows throughout the period. GSO.
The southeast region of Vietnam has been the largest investment location so far, with 43.7 percent of the total capital registered in that area as of the end of 2014. Particularly, the existence of a large local demand around Ho Chi Minh City is the most important motive for FDI in the southeast region [2] . The Red River Delta in the north comes in the second place with 25.0 percent of the registered capital flowing into the region. The southeast and the Red River Delta share commonalities in that they are the regions with the most developed infrastructure and high-quality labor in Vietnam [7] . Both regions have advanced transport and telecommunication systems, technology and services, which greatly reduce the production costs of foreign investors [11] .
The reason that good infrastructure is concentrated in those two regions is Hanoi due to the rising production costs and difficulties involved in obtaining land. Meanwhile, fiscal incentives have proved to be generally unsuccessful in attracting FDI to remote areas [7] . Table 5 The FDI inflows by the sub-categories of the manufacturing sector have changed noticeably over the years, as shown in Table 9 . In general, Korea's FDI Source: Korea EXIM bank database. 4 They are Canada, the United Kingdom, the United States, the Netherlands and Vietnam. pattern reflects the comparative advantage of Vietnam's cheap and abundant labor, which is the biggest motivation for Korean firms to invest in the country [18] [21] . Nonetheless, Korean investors are increasingly placing more emphasis on educated laborers than low-wage incentives, as they tend to shift their investment to high-technology manufacturing sectors such as electronics and transportation machinery [21] .
As an example of the increasing importance of the electronics industry in Ko- usually seek cheap labor as their primary purpose of investing abroad [21] .
Vietnam provides such an investment opportunity with its low wage level.
Second, many producers in the garment industry were SMEs in Korea, particularly during the 1990s. As producers in a declining industry, they tried to invest abroad to continue their production, and corresponding investment outlets were found in China and Vietnam, among others.
Despite the successes of many Korean firms investing in Vietnam, there have also been many cases of failures. Such failures arose mainly from Korean investors' lack of information, working with incompetent investment partners in
Vietnam or investment decisions being driven not by economic motives, but by political considerations [9] . formance of foreign firms in employment generation is that the investments were concentrated in activities that do not involve much job creation. They were related either to the final production stage after the importation of components and raw materials or to other capital-intensive sectors that result in a low level of domestic employment generation [17] .
The Impact of Korea's FDI on the Vietnamese Economy
Meanwhile, since the primary sector employs a great proportion of workers in Vietnam, the fact that foreign-invested enterprises (FIEs) explain 3 percent of the total employment may be interpreted in the sense that FIEs generate a significant proportion of value-added jobs in the manufacturing and service sectors. Furthermore, the employment effect of Korean firms is expected to be quite large regarding the fact that the majority of Korean SMEs in Vietnam produce outputs in the labor-intensive industries, typically hiring local laborers on a largescale in the production process [20] .
Although its effect differed depending on the sector, the Vietnamese economy received advanced technologies to a certain extent through FIEs. Many sectors benefitting from FDI inflows were related to medium-and high-technology manufacturing and were also positively dependent on the sector's absorptive capacity and larger amount of human capital [23] . The Korean FIEs inter alia appear to have benefitted Vietnam in the sense that Korean OFDI is mostly centered on the garment, footwear, metal and electronics industries, in which technology transfer occurs at a high level [18] . However, impediments to the technology spillover effect of FDI remain, such as the market-stealing effect of foreign firms [23] .
Policy Implications
The experience of Vietnam in attracting FDI presents notable implications not only for Vietnam, but also for other developing economies. By referring to It is defined as (export values + import values)/GDP. 
Conclusions
The Vietnamese economy has shown very rapid economic growth since Doi Moi. 
